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9 TAX PLANNING STRATEGIES
TO HELP YOU PAY LESS TAX
Do you know how much tax you are going to pay
this year?
How will it impact your cash flow and strategy?
Have you claimed everything you can?

For many business owners in Australia, these
questions are impossible to answer because
they don’t have enough information. When you
can’t plan ahead, tax becomes stressful: an
unknown quantity that impacts your future
cash flow in negative and unforeseen ways.
The solution is tax planning. By arranging your
finances to keep your tax as low as possible,
you can run your business better and more
efficiently. Planning your tax is not only your
legal right as a business owner, but also good
business sense, as it can potentially save you
thousands of dollars.

LUCENT ADVISORY

03

//

CHEAT SHEET

BENEFITS OF PRO ACTIVE TAX
PLANNING INCLUDE:

No Nasty Surprises –You will know exactly
how much tax you need to pay – and when – so
there are no ‘surprise’ bills to ruin your day.
Tax planning enables you to start preparing for
any impact to your cash flow in advance.
Reduce Taxable Income – Legally lower your
taxable income by claiming everything you
are entitled to. If you are not legally required
to pay a tax, why pay for it?
Handle Tax Strategically – Understand how
your spending affects tax. Defer or bring
forward losses to your advantage so you can
manage your cash flow better.
Release Funds – By paying less in tax, you
release funds to either grow your business
faster or pay yourself more.
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IS YOUR ACCOUNTANT WORKING
PROACTIVELY TO HELP YOU MANAGE
YOUR TAX?
PLAN FOR TAX MORE THAN ONCE A YEAR
A good accountant should be working proactively and
creatively to help you manage your tax. They need to
understand your business and your objectives so they can
help you in a way that moves you closer to these goals.
If your accountant is only contacting you after the financial
year has ended, then you could be missing out. Many
opportunities for maximising tax deductions require action
before year end; this oversight could be costing your
business thousands of dollars.
We’ve compiled a list of a few simple tax planning
strategies that could ultimately minimise or defer how
much tax you will need to pay.

For best results, you will need to
implement these tips BEFORE June 30.
Ideally, your tax planning will not only look at this year,
but also look ahead to the next year.
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NINE STRATEGIES TO HELP YOU ACCESS
TAX SAVINGS THIS FINANCIAL YEAR
1. Consider every expense and deduction
It’s important to claim everything you can. This includes
travel, repairs, maintenance on business assets, advertising
bank fees, website costs, and much more. You can normally
claim a tax deduction for most expenses in the income year
in which you incur them. In some cases, you may want to
either defer a spend or bring it forward for tax reasons.
Prepayments:
“Small Business Concession” taxpayers can make
prepayments (up to 12 months) on expenses (e.g. loan
interest, rent, subscriptions) BEFORE 30 June 2021 and
obtain a full tax deduction in the 2021 financial year.
Home Office expenses during COVID:
If you have been working from home due to COVID-19, you
may have expenses you can claim a tax deduction for. The
ATO allows you to claim using a “Shortcut Method” an
amount of $0.80 per work hour for the 2021 year. This
amount covers all expenses from working from home, and
you need to keep a record of how you calculated the number
of hours you are claiming.
Motor Vehicle expenses:
Ensure that you have kept an accurate and complete Motor
Vehicle Log Book for at least a 12-week period. The start date
for the 12-week period must be on or before 30 June 2021.
You should make a record of your odometer reading as at 30
June 2021 and keep all receipts/invoices for motor vehicle
expenses.
An alternative (with no log book needed) is to simply claim
up to 5,000 business kilometres (based on a reasonable
estimate) using the cents per km method.
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NINE STRATEGIES TO HELP YOU ACCESS
TAX SAVINGS THIS FINANCIAL YEAR
2. Maximise Your Super
When reviewing your Superannuation, it is essential that you
look at both the timing of your payments and the amount
contributed. The amount of money you can contribute to a
Super account each year has been reduced in recent years, so
an annual review is vital if you want to maximize the
concessional contribution caps.
The tax deductible super contribution limit (or “cap”) is now
$25,000 for all individuals under the age of 75. Individuals
need to pass a work test if over the age of 67.
Also unused concessional contribution caps can now be
carried forward for up to five years which means if you didn’t
contribute the full $25,000 in previous year’s (2019 & 2020 as
this stage) you may be able to contribute more than the
$25,000 cap this year.
In order to receive a tax deduction in the current financial
year, Superannuation contributions must be paid and clear
your account BEFORE 30 June. If you do not complete
payments of your Super contributions on time, you will not
receive this deduction this year.
Also remember there is additional tax payable on
superannuation contributions made by “high income
earners”. The income threshold at which the additional 15%
(‘Division 293’) tax is payable on super is $250,000 p.a. Where
you are required to pay this additional tax, making super
contributions within the cap can still be a tax effective
strategy.
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NINE STRATEGIES TO HELP YOU ACCESS
TAX SAVINGS THIS FINANCIAL YEAR
3. Write-off inventory
You can write-off lost, damaged, obsolete, and stolen
inventory. Spare inventory that won’t get used takes up
valuable storage space: consider disposing of it and writing it
off. Conduct a stocktake on or before June 30 can highlight
any adjustments that need to be made to your final closing
stock, which will directly impact your tax position. By writing
off stock, you reduce this impact.

4. Determine unused fixed assets

Inventory isn’t the only thing you need to review. Fixed assets
are long-term assets that can’t be converted quickly into cash
– your equipment, buildings, computers, and fixtures &
fittings. Review these assets every year and determine if any
of them are no longer used in the business. If you scrap these
and write them down, you can claim a deduction.
Temporary full expensing for Asset Purchases until 30 June
2022: Businesses with up an aggregated turnover of less than
$5 billion can immediately deduct the business portion of the
cost of eligible new depreciating assets.
For businesses with an aggregated turnover of less than $50
million, temporary full expensing also applies to the business
portion of eligible second-hand depreciating assets. To claim
a deduction for these assets in the 20/21 year you should buy
these assets and use them or have them ready for use before
30 June 2021.
Also businesses with an aggregated turnover of less than $10
million can deduct the balance of a small business pool at the
end of each income year during this period.
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NINE STRATEGIES TO HELP YOU ACCESS
TAX SAVINGS THIS FINANCIAL YEAR
5. Write-off bad debts
The end of the financial year is a great time to review your
debtor’s ledger to determine if there are any bad debts that
should be written off. Bad debts must be written off before
June 30 (ideally through a director or trustee minute) to be
effective for tax purposes.
Writing off bad debt does not prevent you from still trying to
recover the debt. Don’t forget that if you write off a bad debt
and you account for GST on an accrual’s basis, you can also
claim back from the ATO the GST that you would have
previously remitted.

6. Consider your “owner earnings”
A review of how you are remunerating yourself and others in
your family group through salary, dividends, and profit
distributions is a key tax planning step that is often
overlooked or undertaken too late, resulting in unnecessary
tax consequences.
Often, changes by the government to tax rates and thresholds
mean that just because what you were doing last year was
efficient, doesn’t mean it holds true for this year.
Don’t leave it too late.
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NINE STRATEGIES TO HELP YOU ACCESS
TAX SAVINGS THIS FINANCIAL YEAR
7. Review your Director/Owner “loan accounts”
It is not unusual for business owners to loan themselves
money from the business to cover short-term changes in cash
flow, but if these loans are left open past the end of the tax
year, there can be expensive consequences. It is critical that
you undergo a review of any balance sheet loan accounts
prior to 30 June to avoid this happening.
Division 7A states that payments made by a company to a
shareholder that are not repayment of debt or a wage will be
treated and taxed as a dividend. To avoid this, you need to
review your accounts and repay in the same financial year.
Paying back these loans too late exposes you to unnecessary
tax.

8. Recognise your revenue

Your company’s revenue is an essential part of determining
your tax position, and how and when you recognise revenue
will have a significant impact on your tax outcomes.
Essentially, revenue should be recognised when ‘control’ of
the asset passes to the customer.
New standards came into effect on 1st January 2018; if you
have not already, you should review how you recognise
revenue for any changes to how you pay tax.
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NINE STRATEGIES TO HELP YOU ACCESS
TAX SAVINGS THIS FINANCIAL YEAR
9. Ensure you have the right business structure
Another great tax planning strategy is to review your
business’s trading structure, which impacts how you report
and what level of tax and risk you are exposed to. Often, the
trading structure you started with was good at the time but
has become less efficient as you have grown.
Changing your business structure may provide opportunities
to optimise your tax position and ensure you are protecting
your assets. With recent changes to both the individual and
company tax rates, this is even more relevant than before.

Start Planning Before June 30!
Most of these strategies have one thing in common: the
importance of timing. You must take these strategies into
account prior to June 30, or risk missing out. Additionally,
any tax planning decisions should consider consequences to
your future cash flow. For this reason, it is important to
discuss these decisions with your accountant.
No-one likes paying tax, but ignoring it until the last possible
minute reduces your ability to reduce its impact. To be
effective, you need to be proactive – and so does your
accountant.
A retrospective approach to tax locks you into one default
strategy; only by acting in advance can you make strategic
decisions that truly benefit your business.
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PROACTIVE TAX PLANNING FOR
AUSTRALIAN BUSINESSES
At Lucent Advisory, we offer tax planning as a standard
practice for all our tax clients as we believe this is a
critical step that cannot be missed. We know that
effective tax planning relies on being proactive so that
you have the information you need to make the right
decisions at the right time.
We work with you to understand your business, your
strategy, and what you want to achieve, and then take
steps to plan and implement a tax strategy that
supports those goals. Unlike most accountants, we’re
working hard before the end of the financial year and
looking ahead to the next to ensure you are taking
advantage of every opportunity available.
Why leave tax planning to the last minute? Contact
Lucent Advisory today to find out more about our Tax
services with a free tax planning strategy session
(valued at $495).
BOOK NOW

lucentadvisory.com.au

